BEFORE THE NEBRASKA PUBLI C SERVI CE COVM SSI ON

In the Matter of Aquila, Inc.
d/b/a Aquila Networks (Aquila),
Omaha, seeking a waiver of the
30-day notice period under Neb.
Rev. Stat. 866-1854 and to
recover the gas cost portion of
uncol | ecti bl e accounts through
its Gas Cost Adjustnent tariff.

Application No. NG 0004.1

ORDER GRANTI NG APPLI CATI ON
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Ent ered: Novenber 22, 2005

BY THE COW SSI ON:

On June 27, 2005, Aquila, Inc. (Aquila) filed an appli-
cation proposing that Aquila be permtted to recover the gas
cost portion of Aquila s uncollectible accounts through the Gas
Cost Adj ustnent (GCA) process.

Notice of the application was published in the Daily
Record, QOmha, on June 30, 2005. On August 9, 2005, the
Comm ssion granted the Public Advocate’'s Petition for Fornal
| nt ervention. Hearing on this matter was held on Cctober 12,
2005. The parties further submtted briefs on the issue on
Novenber 7, 2005.

EVI DENCE

Aquila's application with attachnments and all discovery
responses were entered into the record in support of Aquila s
request.

G enn Dee also testified on behalf of Aquila. According to
M. Dee, Aquila proposes that it recover the portion of
uncol l ectible accounts attributable to gas cost which exceeded
what was anticipated in the previous rate case. M. Dee further
expl ained its bad debt expense includes the customer charge, the
delivery charge and the gas cost charge. Aqui | a does not seek
to recover any of the custoner or delivery charges. M. Dee
testified that Aquila, as a regulated entity, has an obligation
to provide service regardless of <credit worthiness and is,
therefore, less able to control the anmount of bad debt expense
it incurs. M. Dee stated that a granting of this application
woul d not change Aquila' s collection policies.

The Public Advocate offered into the record a Resolution
1004- 03 adopted on June 15, 2004, by the National Association of
State Utility Consuner Advocates encouraging regulatory conmm s-
sions not to include bad debt expenses within the Gas Cost
Adj ust nent ( GCA).
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Additionally, WIliam dahn, a consultant enployed by the
Public Advocate, testified in opposition to Aquila s appli-
cation. In sum M. dahn testified that the gas cost portion
of uncollectible accounts does not fit wthin Neb. Rev.
Stat. 8§ 66-1854(1) (2003 Reissue) which describes the costs
allowed within the GCA and that it is an expense better handl ed
through the full rate-making process. He also stated that to
allow the adjustnment would renove an incentive for the utility
to manage its bad debt expense and collection efforts.

OPI NI ON AND FI NDI NGS

“[Alll grants of power, authority, and jurisdiction in the
act made to the conmm ssion shall be liberally construed, and all
i ncidental powers necessary to carry into effect the provisions
of the act are expressly granted to and conferred upon the
comm ssion.” Neb. Rev. Stat. 66-1804(2) (Reissue 2003).

Pursuant to 8 66-1854(1), the Commission is required to
allow ”"jurisdictional wutilities to inplement and thereafter
nodi fy gas supply cost adjustnent rate schedules that reflect
i ncreases or decreases in the cost of the utility' s gas supply.”

The Comm ssion agrees that generally the State Natural Gas

Regul ation Act provides that Aquila will recover the cost of the
actual natural gas comodity. This cost is intended to be
passed through to consumers and the GCA permts adjustnents to
enable the wutility to recover these costs. The costs per-
mssible in the GCA, at the Comm ssion’s discretion, include but
are not limted to “costs related to gas price volatility risk

managenent activities, the costs of financial instrunments pur-
chased to hedge against gas price volatility, if prudent, and
other relevant factors.” 8 66-1854(1)(enphasis added).

W find that the anmpunt of uncollectible accounts attrib-
utable to gas costs, in excess of the anmount included in the
nost recent rate case, falls wthin the “costs related
to...other relevant factors” contenplated in § 66-1854.

Therefore, the Conmi ssion finds that Aquila shall be per-
mtted to recover the portion of its wuncollectible accounts
attributable to the actual cost of the natural gas through the
GCA as proposed. However, should the anpbunt of uncollectible
accounts fall below that contenplated in the previous rate case
as calculated in Aquila s application, any difference in the
uncol |l ectible accounts attributable to natural gas costs be
refunded to ratepayers through the GCA
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Aquil a shall conduct a true-up of above-described bad debt
gas costs through the GCA within twelve (12) nonths of the
effective date of this order.

As stated above, inclusion of these costs in the GCA is in
the Comm ssion’s discretion pursuant to Neb. Rev. Stat. § 66-
1854(1). Nothing in this Oder shall preclude the Conm ssion
from re-evaluating the practice and procedures specified in the
appl i cation.

ORDER

| T 1S THEREFORE ORDERED by the Nebraska Public Service Com
m ssion that Aquila's application is granted with the conditions
outlined herein.

MADE AND ENTERED at Lincoln, Nebraska, this 22nd day of
Novenber, 2005.

NEBRASKA PUBLI C SERVI CE COW SSI ON

COWM SSI ONERS CONCURRI NG:

Chai r man

ATTEST:

Executive Director



